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On Oct. 12, the Sao Paulo-based Arthur Andersen consulting firm predicted a "chain reaction" of
hundreds of bankrupties by year-end, result of high interest rates and declining demand. According
to company director Marcio Orlandi, based on the performance of 400 firms during the first half
of the year, Arthur Andersen concludes that the nation's industrial park is facing the worst crisis
of its history. Orlandi said, "In general, companies have inadequate reserves, and lack sufficient
guarantees to offer creditors in the event they decide to declare bankruptcy...[There] is concrete
evidence that a large number of existing companies will go bankrupt." The firm's survey indicated
that the operating capital of some of the 400 companies had declined from 18% in December 1989 to
0.3% in June this year. Others registered negative rates. Orlandi blamed the federal government's
anti-inflation policies. According to the Getulio Vargas Foundation (FGV), the consumer price index
is expected to increase to 26% in October. Most companies, said Orlandi, will be forced to raise
gross profit margins on sales to survive. However, many companies who adopted this strategy in
the first half of the year have failed because demand declined. In September, the nation's leading
business organizations denounced a new wave of government policy initiatives. Several nationally
known economists and business leaders have asserted that the Brazilian economy is now caught
up in stagflation (high inflation combined with recession). (Basic data from Agence France-Presse,
10/12/91)
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